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 Economic context

 Preliminary forecasts for the 2012 budget
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 The Good

A broad-based recovery transitioning into 

expansion is finally underway 

 The Not-As-Good (but improving)

Unemployment will come down - slowly

 The Downright Ugly

Residential and commercial real estate 

have not yet bottomed out

Transition from Recovery to Expansion
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 The Obama-Republican tax compromise will 

“…add 0.5 to 1.0 percent to real GDP growth in 

2011” – Goldman-Sachs

 Stock market almost back to pre-recession highs

 Core inflation remains under control

 Personal and dividend income is growing steadily

 Manufacturing and corporate profits are on the 

rise

 Retail sales will continue the positive growth of  

2010

The Good
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The Not-As-Good (but improving)
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Unemployment  rate 

historically high - will come 

down slowly

Hiring in internet, health, 

retail, hospitality, and 

financial sectors

Across US: 80% of  new 

layoffs are government jobs 

In Washington: 1,000 

people a week are 

exhausting their benefits  

because they are over 99 

weeks unemployed 

Economic context



The Downright Ugly – Real Estate

Preliminary 2011 Forecasts 10 March 2010

A double-dip recession 
in house values

1 in 3 Puget Sound 
homeowners are 
“underwater” Zillow.com

“Foreclosure crisis 
biggest threat to 
economic growth” 
Moody’s Analytics

Office vacancies remain 
high, though improving

New construction won’t 
recover until 2013 (tax 
year 2014)

Economic context



Assumptions
65% Confidence Level – only a 35% chance that actual 

revenues will fall short of  forecasted

All potential annexation areas are assumed to occur on 
schedule 

Mitigation payments for sales tax streamlining are assumed to 
continue

Results of  November 2010 election incorporated
Fairwood eliminated as an annexation area

Candy exemption reinstated

Preliminary Forecasts for 2012
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Countywide Assessed Valuation

Preliminary 2011 Forecasts 10 March 2010

Tax year 2012 (this calendar year) will see values bottom out

AV will get on a modest growth path beginning in tax year 2013



Unincorporated Assessed Valuation 

(“Roads”)
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Planned annexations of  developed areas will substantially 

offset growth in assessed valuation of  unincorporated King 

County



Countywide New Construction

Preliminary 2011 Forecasts 10 March 2010

The two-year decline in new construction will continue for 

another two years before turning around.

We forecast a 75% decline from the peak year of  2009 to 2013



Unincorporated New Construction 

(“Roads”)
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The two-year decline in new construction will continue for another 

two years.

Positive growth will resume in tax year 2014 in spite of  annexations



Sales and Use Tax Base
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Retail sales are up sharply, driven by increases in personal income

But taxable sales from construction, manufacturing, and 

professional services have lagged behind



General Fund and Children and Family 

Services (“Local and Option”)
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1% of  tax base in Unincorporated areas, 0.15% in incorporated areas. 
95.4% of  the total goes to the General Fund, 4.6% to CFS

Annexations result in reductions in County revenue from 1% to 0.15% of  
the tax base.



Metro Transit Sales Tax Revenue
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0.9% of  the countywide sales and use tax base with 

adjustments for late and delinquent payments, mitigation 

payments, and a 1% Department of  Revenue fee.



Mental Illness and Drug Dependency 

(MIDD) Sales Tax Revenue
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0.1% of  the countywide sales and use tax base with 

adjustments for late and delinquent payments, mitigation 

payments, and a 1% Department of  Revenue fee.



Criminal Justice Sales Tax Revenue
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0.01% of  the countywide sales and use tax base plus a portion 

of  0.09% based on the population of  unincorporated King 

County.  Annexations reduce that portion.



Hotel-Motel Sales Tax Revenue
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The leisure and accommodations sector rebounded strongly in 

2010 and is projected to continue that trend.



Rental Car Sales Tax Revenue
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The rental car market sector rebounded modestly in 2010 and 

is projected to continue that trend.



Real Estate Excise Tax (REET)
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Below is the forecast for REET1.  REET2 is an equal amount that 
also goes to the County.

The County only receives REET from unincorporated areas, so 
revenues are acutely affected by annexations.



Investment Pool Rate of  Return
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The Pool portfolio is primarily invested in short-term 

government issues.  The Federal Reserve is expected to keep 

interest rates low through 2012.  In 2013, the combination of  

higher rates and the Pool’s gradual exposure to credit 

instruments should begin to raise returns.    



Cost of  Living Adjustments (COLA)
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“New” COLA formula based on CPI-W Seattle: 0% in 2011; 90% of  

index in 2012; 95% of  index in 2014-5; 0% floor, no ceiling

“Old” COLA formula based on CPI-W US: 90% of  index with 2% 

floor, 6% ceiling

The COLA projections are based on forecasts of  the two indexes.



Questions?
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